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MACEDONIA
Capital: Skopje Inflation: 10%
GDP per capita: $1,700 Unemployment: 34.5%
Population: 2,000,000 Foreign Direct Investment: $30,000,000

OVERALL RATING 4.6

As of Septenber 2000, there were 3,977 NGOs registered in Macedo-
nia under the 1998 Law on G tizen Associations and Foundations.
Approxi mately 10% are considered to be active. There has been a
steady increase in the nunber of active NG over the past two
years, following the events in Kosovo in 1999 and increased |evels
of donor funding avail abl e for NGCs.
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Macedoni an NGOs survive prinmarily on grants frominternational do-
nors, although sone have begun to obtain limted resources from
within their communities through fundraising, provision of |ocal
services, and charitable work. Ethnic differences continue to di-
vide the sector, with limted conmmunication and coordi nati on anong
the groups. Nonetheless, to the extent that it does occur, the
best exanples of common actions across ethnic lines in Mcedonia
are found in the NGO sector.

On the positive side, the legal environment for NG is relatively
good. A new Law on G tizen Associations and Foundations, enacted
by Parliament in June 1998, now regulates NG3>s. NG3s have had to
reregister, a relatively straightforward process but one that suf-
fered delays in the capital and larger towns due to a judicial
systemthat is overburdened and uninformed about the new registra-
tion requirenments. NGO tax issues have not been dealt with in a
systematic manner, but new legislation regarding VAT contains re-
duced rates for NG3s. Mich remains to be done regardi ng tax bene-
fits for NCGs.

LEGAL ENVI RONVENT: 3.0

The Law on Gtizen in June 1998. The enact-nent
Associations and Foundations of this law significantly
was enacted by the Parlianent i mproved t he NGO | egal
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framework by liberalizing the
operating environment for NGOs
in Macedoni a. The Jlaw is
considered to be one of the
nost progressive in the fornmer
Yugosl avi a. Nonet hel ess, there
are several problems with it,
including a prohibition on
NGOs engagi ng in di rect

econom ¢ activities and a
provi sion that prohibits |egal
entities from f oundi ng
associ ati ons. An of ficial

commentary on the NGO |aw was
prepared; and is used by NGO
representatives, judges, and
lawers as the standard text
for interpreting the NGO | aw

I mpl erent at i on pr obl ens

observed during t he year
foll owi ng enactnent of the |aw
have been deal t with
satisfactorily. The nost
not abl e probl em was t he

mandatory re-registration of
NG located in the capital.
Many groups faced | engt hy
del ays, which were largely due
to an excessive caseload and
lack of wunderstanding of the
new requirenents anong the
presiding judges, rather than
pur posef ul interference wth
the process. The registration
process has inproved over tine
as the judges have becone
accustonmed to their new role,
and there have been no reports
of any organizations being
denied registration wthout
justification.

There has been a significant
i ncrease in | ocal | egal
capacity in recent years.
There exists a core group of
NGO |aw specialists who are
trained in and familiar wth
NGO |aw. Over the past year,
a series of training courses

CRGANI ZATI ONAL CAPACITY: 4.0
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on NGO law for judges and
| egal professionals has taken
pl ace. However , NGOs need
training to better understand
the laws that regulate the
sector. The Law Faculty of St.
Cyril and Methodius University
has agreed to integrate NGO
law into t he curriculum
Qutside the capital, however,

| egal capacity renmai ns
linmted.

The fiscal enabl i ng
envi r onment for NGOs in

Macedonia 1is poor even by
regi onal standards. The only
types of organizations that
are t ax- exenpt under al |
ci rcunst ances are certain
enter-prises for professional
rehabilitation and enploynent
of di sabl ed people. Q her
legal entities, such as those
ai ned at protecting t he
envi ronnent , may receive
reductions in their tax base
for certain expenditures. As a

practi cal matter, however,
NG>s are not required to pay
t axes on grants or

contributions. One of the nost
significant obstacles to NGO
financi al sustainability is
that NGOs may not directly
engage in econonmic activities.
NGOs also do not receive any
preferential treatnent under
the VAT |aws. The Open Society
I nstitute-Macedonia (CSI) is
organi zing an NGO tax/fiscal

initiative and will convene a
team of experts to exam ne
t he current tax/fiscal
framework, including custons

duties exenptions, profit tax
exenptions, VAT issues, and

i ncentives for private
phi | ant hr opy. The wor ki ng
gr oup wil | t hen propose

| egi sl ati ve changes.

Wiile the NGO sector renmins
weak in ar eas of
organi zat i onal capacity

i ncluding strategic planning,
managenent , staffing,
t echni cal r esour ces, and
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constituency building, there
have been sone positive steps
forward in the past year.
Most NGCs have nm ssi on
st at enent s, al t hough t hese
are often very broad. Mbst
NGOs understand the need for
strategic planning; however,
few actually apply strategic
techniques in their decision-

meki ng processes and
operati ons. Most NGCs are
one- per son operati ons, and

therefore lack solid internal
managenent structures.
Nonet hel ess, nmodel NGOs do
exi st throughout the country—
nostly in the form of small,
efficient groups that are
addressing comunity  needs.
The leading NEs in the
country, for the nobst part,

FI NANCI AL VIABILITY: 5.0

have i nt ernal managenent
structures and differentiate
bet ween t he rol es and
responsibilities of the Board
of Directors and staff. 1In
terns of staffing, there is
i mprovenment from last year in
that nore NGOs have paid
staff. However, in nost cases
they are enmployed on a by-
proj ect basis.

Wi l e consti tuency-buil di ng
efforts are limted, t here
have been several initiatives
in the past year, whi ch
indicates that the NGO sector
is beginning to understand the
i mportance of bui | di ng
constituent support for its
activities.

International funding remains
the primary source of revenue
for NGOs in Mcedonia. The
difficult economc conditions
in Macedonia (official figures

put unenpl oynent at 36
percent) inpede philanthropy
anong busi nesses and
i ndi vi dual s. G ven t he
preval ence of foreign funding
avai | abl e, NGCs are not
conpell ed to think about other
f undi ng sour ces. Wi |l e
econom ¢ condi tions for

fundraising are poor, there
are numerous reports of N&s
successful ly seeki ng funds
from their |ocal comunities.
In general , however,
fundrai sing techni ques are not
wi dely understood. NG for
margi nal i zed groups such as
wonen and Roma have a
particularly difficult time
raising funds, and very few
NGE>s have a strategi c approach
to fundr ai si ng. Macedoni an
NG3s are beginning to explore
vari ous revenue-rai si ng
techni ques—but they tend to
look to their nenbership or
i medi at e constituency as
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their mar ket and do not
consi der t he w der mar ket
dermand for product s and
Servi ces.

Internationally accept abl e
accounting procedures have not
been introduced in Macedonia
in general. NGOs use financial
managenent and accounting as a
way to nmeet donor requirenents
but do not see t hese
mechanisnms as a neans to
increase the transparency of
their own operations. Many
NG do not share financial
i nformation with their
menbership or the public,
which can lead to suspicion
about the wuse of funds. It
should be noted that NG are
not alone in their need to
i nprove accounting standards—
the business sector faces
simlar problens. However, an
additional challenge for NGOs
is that they are expected to
act professionally in
financial accounting w thout
t he benefi t of full-tine
prof essi onal staff.
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ADVOCACY: 4.5

Due to the incipient nature of
organi zati onal devel opnent and
the limted understanding of
the trans-formative role that
NG>s can play in society,
advocacy skills remai n
rel atively undevel oped. Wile
NGOs general ly need nor e
i nformation about t he
i nportance  of advocacy and
| obbyi ng, exanpl es of advocacy
do exist, particularly at the
local level. There have also
been several nati ona
initiatives—nost notably in
t he ar eas of donestic
vi ol ence, worren’s  politica
parti ci pati on, and human
ri ght s—t hat have been
successful in raising public
awareness and, in sonme cases,
passing legislative or policy
changes. In one case, a snall,
vocal, and politically well-
connected NGO called ESE
| obbied for the passage of
| egislation to bring
Macedonia’s donestic viol ence

laws into conpliance with
i nt ernati onal st andar ds.
Another inportant initiative

was undertaken by a coalition
of 54 wonen’s NGGs in advance
of the | ocal elections in
Sept enber  2000. These NGGs

SERVI CE PROVI SION: 5.5

joined together to I|obby the
political parties to live up
to their prom se of increasing
wonen’'s participation in party
structures, and to increase

women' s parti ci pation in
elections in general. They
were successf ul in getting

political parties to increase
the nunber of wonen included
on t he party lists for
nmuni ci pal councils, and hence
the nunber of wonen elected.
They also succeeded in their
efforts to get nore wonen to
vot e.

There are no of ficial

constraints on NGO’ di rect

conmuni cati ons with public
officials at either the | ocal

or the national | evel, and
nany M nistries now have
official NGO contact points.

However , conmuni cati on is
often led by a powerful

personality rather than by the
NGO as an organization. The
ef fecti veness of such
conmuni cation varies wdely,

based on the nature of the NGO
and the particular governnent

of ficial

On the whole, the Macedoni an
NGO sector is very weak in
its capacity to deliver serv-
ices, with the notable excep-
tion of humanitarian assis-
tance provided during the
Kosovo ref ugee crisis in
1999. This weakness can be
attributed to several causes
that stem from a general | ack
of understanding anong the
gener al public, busi ness,
government, and the NGO sec-
tor itself of the role NGOs
play in a civil society. For
exanple, nmost NGOG do not
have a sense of the demand
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for services anong their im
mediate constituency or in
the country. NGOs tend to fo-
cus upon what they can offer
rather than what the comu-
nity or sector needs. Wen
services are provided, there
is a gap between NGGs’' abili-
ties to serve nenbers versus
the larger public.

Providing services for a fee
is a new concept for Macedo-
nian NG0s; and due to the
country’s weak econony, few
people are able to pay for
products and services. As a



result, very few groups are
able to recover costs in this
way. Instead, NGOs focus on
obtaining grants from outside
donors to support thenselves
and sustain their activities.

NGCs' |ack of understanding
about the role that they can
play in providing services is
conmpounded by govern-nent’s
| ack of wunderstanding of the
role of NG in general.
Wi | e NGOs are l egal l'y
allowed to bid on government
procurenments that fall wthin

I NFRASTRUCTURE: 5.0
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their mssions, this does not

occur in any broad sense. The
positive role t hat NGOs
pl ayed in provi di ng
humani tarian support during
the Kosovo crisis helped to
hi ghl i ght t he service
provision role NGOs can play.

The potential of NGOs is now

clearer to governnent, but
i ndigenous re-source levels
are SO | ow t hat such
activities are still not

wi despr ead.

Over the past year, there has
been little inprovenent in the
infrastructure supporting the
NGO sector. Donors are just
begi nni ng to support t he
devel op-nent of infrastructure
and there is little indigenous
support.

A particular area of weakness
is t he devel opnent of
i nternedi ary support
organi zations  (IS0s), whi ch
now neet only a fraction of
the overall need for training
and assistance. The Macedonia
Center for I nt er nat i onal
Cooperation (MJQ provi des
grants and t echni cal
assi stance to a portion of the
sector and maintains a snall
service center to attend to
the basic informational needs
of its NGOs. The local branch
of the Regional Environnental
Center, located in Skopje,
offers support services to the
envi ronnent al comunity. The
Open Society Institute (0SI)
has plans to open sonme NGO
resource centers around the
country within the next year.

Cbservations by NGO |eaders
i ndi cate t hat t he NGO
conmunity is not utilizing the
resource centers that do exist
as much as was expected. The
reasons for this are unclear,

but contributing factors may
i ncl ude t he gener al
disinclination of NGOs to work
with other groups and the
relative ease of access to
information through infornal
channels in a small country.

While training materials exist
in local |anguages and basic
NGO nanagenent traini ng
capacity exists in Skopje, the
exi sting core of | ocal
practitioners and trai ners
available to the NGO sector
remai ns limted. In
particular, there renmains a
great need for expertise in

areas such as strategic
pl anni ng, financi al
managenent , and revenue
rai sing.

NGO networking renmains very
weak in Mcedonia, sonetines
due to ethnic differences. The
Kosovo crisis led to jeal ousy
between groups that received
significant donor funding and
those that did not, and there
is a general inpression anong
ethnic Macedonian NGO that

foreign assi stance has
di sproportionately favored
ethnic Al banian NG3s. The NGO

networks that do exist are
generally based on ethnic
ties, political affiliations,
or social relations. However,
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there are several exanples of
NGOs cooperating on issues
that cross ethnic divides.

Wth respect to intersectoral
partnerships, there appears to

Exanpl es i ncl ude t he NGO be willingness on the part of
coalition working for passage governnent officials to engage
of legislation on donestic the NGO sector, but not
vi ol ence; t he woren’ s necessarily to provide it with
political participation resour ces. Gover nrent has
initiative; and t he NGO sought t he expertise of
donestic observation effort, specific NG at the |ocal
which wunited N3 from all level in a few cases.

over the country to nonitor

| ocal el ections.

PUBLI C | MAGE: 5.0

Despite i ncreased nedi a Kosovo crisis was al so

coverage over the past two
years, public awareness about
NGOs remains low. This is in
| ar ge part due to t he
strongly centralized and
politicized system t hat
exists in Macedonia. People
still look to the governnent
to solve their problenms, and
NGOs have not been successful
in denonstrating that they
are an effective alternative.

The government and business
sectors’ perception of NGOs
tends to be fairly neutral.
They see NG neither as
resources nor as threats.
Over the past few years, NGOs
have had sone degree of
success in raising awareness
about the role of NG in
their respective areas. The

Page 118

important in raising public
awar eness about the role of a
few NGOs in the humanitari an
sector.

Every mmj or newspaper now has
a reporter dedi cat ed to
covering NGOs, and stories
about NGCs are found in all

state and independent nedia
outlets. However, since the
overall quality of journalism

is low, stories about NGOs
t end not to be witten
clearly and contain little
analysis. Recent |ocal-Ievel

growh anong NG3s may create
an enhanced public imge for
the sector, particularly for
those NGOs able to deliver the
necessary basic services that
gover nnent is unabl e to
provi de.
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